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THE STATUS OF 271 AND UNE-PLATFORM IN
THE REGIONAL BELLS' TERRITORIES

RegUIator}' Lpdate B Since owr May report. the FCC has granted 271s an tour sates Georgra and
Loutsianz Tor BellSouth and Maine and New Jersey 1or Verizon Appiicaions for

seventeer states’ 2" Is are betore the FCC now. By rear-end we evpeot all o

\ erizon o be covered by 271s. We expect Quwest to have 271 ar ali but one or

‘ ) two states (Minnesota and Arizona being the ones we expect 10 lag). We expect
Il,pf ?f ch?” BellSouth to have all s 271s except Flondza. Finally. we expect SBC 10 add
INDUSTRY REPORT California late in 2002, but do not believe the Ameritech states will gel their 271

until the first hair of 2003

Anna Maria Kovacs. Ph.D.. CFA B As pan of the 271 process, UNL rates since May have beer reduced in many
(617) 576-5764 States. most notabiy 1n the Qwest Region. but also in SBC and BellSouth states.
akovacsayesinvest.com We evpect some more UNL reductions (Massachusetts. New Jersev and

Pennsyivania are pending for Venizon, for exanple) but expect the pace to slow

Kristin L. Burns. Ph.D grver how much UNE rates have decreased and given that the 271 process that

(617) 576-5704
kburnsgvesinvest.com ® For the CLECs. the lower UNLE rates present the opporiunity to emer the local

drives some of the cuts 1s nearing 1ts end

marketl with nummal up-frontinvestment. 1t s not clear, however, whether some
of the more trouhled compantes, like WorldCom. will be able to take full
advantage We view UNLP as being positnee for the INCs. particularhy AT&T. but
de not beheve that 11as enough w stem the declimmg revenues and profitahility of

Gregory S, Vitale
(617) 876-5764

gvitaleavesinvesr.com
the consumer Jong-distance market

August 12 2002 B jrom the RBOC-mvesior « perspeciine. UNLP presents severai problems. One s
the reduction sn revenues thal comes from conveming retal o wholesale revenues.
The other 1< the pricine compresaion tha! comes from the RBOC S own attempts 10
restructure therr prices to compete witk the new entrants bFanadls. there s the
expesure duning 2 period wher an RBOU cannot vet enter long-distance. but the
INC, Rave begun to enter ity el market Among the RIOCs. SBC 1 by far the
nmst‘txpn\'ed. [n Caitormig and in the Amernech states, 1t has super-low UNLP
prices and no abihits to counier an INC's entry with an all-distance plan. It is
possible that Verizorn will aiso see some meamingful share toss n the next few
months. but we do not see the IXCs beine as tocused on 1t as they are on SBC.

particaiariy 1in Cuaiiumig

One Commerce Square - 2005 Markel Street - Philadelphia PA 19103 1-888-751-9000
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O\'cr three months have passed since we last published our repori “The Smus of
271 ané UNE-Plassorm n the Regiona: Bells” Temones™  Gnen the recern:
flood of 271 filings with the FCC and the concomutani changes to I'NL-Patom:
(UNEP) rates made by mndividual siate comrmussions, we thought 1t umels W proviee

an update.

B The fiood of applications for in-Region iong distance enin ender section 271
of the Telecom Act (2711 1s reaching s erest.  Founeen 271s have been
granted 10 the Regional Bells (RBOCs) so far, and the FCC has appheations for
seventeen more before it night now: Alabama. Kentucky. Mississippi. North
Carolina and South Carolina for BellSouth: Colorade, ldaho. lowa, Nebraska,
Nonh Dakota. Montana. Utah, Washington. and Wyoming for Qwest: New
Hampshire. Delaware. and Virginia for Verizon.

B By vear-end 2002, we expect 271s to cover all BellSouth staies except Florida.
aii Quest states except Minnesota and possibly Anizona. and all Venzon siates.
SBC has a good chance of having California granted by vear-end. and a slight
chance of having Michigan granted as well, with the rest of the Amentech
siates likely 1o slip into the first half of 2003

B As the RBOCs have prepared to submut their 271s. they and their state
commussions have made changss 1o their unbundled network element (UNE)
pnces. While commissions do occasionally change UNE prices independently
of the 271 process—as New York did earlier this vear and as Massachusens,
New Jersev. Texas and Pennsy|vania are doing now —muost changes have been
made as pant of the 271 process. Thus. bath because UNL rates have been
lowered shamply in most states over the last vear and because the 271 process is
ending. we expect a slower rate of change to UNLE prices over the next year or

two thar we have seenar the tast jew months

B The actual smpiementanon of UNEP accelerated tn the last few months. as
competivne camers {CLELC &1 have Tocused more on this market. WorldCom's
MCL divasion, o paninesship stk Z-Tel launched s Neighborhood Plan in
Apnl AT&T has added local UNEP-based service im sty siates to its origimal
R wnce March of 2002 and will probably add another two states this vear, In
early 2002, AT&T was oftering UNLP-bhased local service oniy i New York
and Texas.  Since March, 11 has added Michigan, Georgra, [iinois, Ohio,
Calitormia. and New Jerses. 11 has indicated that it will also enter Pennsyvivania
and Massachuscts this year W expect 12 1o push hard in California, where it
will fight hardest 10 protect s jong-distance markel. WorldCom's MCI
division introduced 1ts Neighborhood plan in April and appeared ready to
Dursue entry m at least the urban zones throughout most of the country. Entry
by these long-distance carmiers (INCs) has been partly in response 10 potential
enmry by the RBOCs 1nto the iong distance market m a given s1ate and partly in
response 1o Jower UNL prices Given the financial probiems at WorldCom and
the changes in AT&T s structure and management as it merges is Broadband
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unrs with Comeast 1t s somewhart difficul: 1o predict how hard they wil nosh
LUNEP  We expect some backing off or WorldCom's part. anc & harder nush

in a small number of states on AT&T s

Teatest exposure to changes in UNE prices 1s 1o SBU

"o

At least in theony. the
AT&T rust began depioying UNEP an Calitornia. where SBU Wil nou be able
1o respond on the long-distance stde ull around vear-end 2002, at best. AT& ]
is aiso 1n SMhichigar. Hineis. and Qhuo. where 1t 15 gniihels that SBC will be
able to respond on the long-distance side till sometme 1o the first half of 2003,
As we indicate below, UNEP discounts are greatest overail n the SBU Region
Bel:South s seeing UNLEP-based enmy primarily 1n Georgia and Fionda, b
AT&T has not vet entered Flonda. Flonida 1s the onhy state in which we do not
expect BellSouth to have a 271 uli late first quarter 2003. Qwest's rates have
recently dropped tn 2 number of states. so that the Regional average U'NEP rate
has dropped from $28.21 to $23.97. However, we do not believe that entny
mio Qwest’s temitory 1s a high prinﬁt}- for the IXCs at any pnce. Venzon's
rate at $20.23 1s the second lowest on a Regional basis. bur that rate s
relavvely stabie vs. May of 2002, 1t is also worth noting that Vertzon has not
lost much market share since rates 1in New York were fowered m January.
AT&T has indicated that 1 will enter Pennsvlvania and Massachuseus this
vear. but neither the timing nor the level of effort in those states s ¢lear to us.

The Supreme Court has athirmed the FCC's right to designate TELRIC (Total
Element Long Run Incremental Cost) as the methodology by which UNE
prices are set.  More broadlyv, in its Mav 2002 Vernizon Communications v.
FCC dectston. the Supreme Court appeared to affirm the FCC's nght to
designate any method other than rate-of-retun, which 1s specifically precluded

by the Telecom Act. for the purpose of setting UNE prices.

The long-term sunnal of UNEP 15, nevertheless. 1n question, In its May 2002
Venizen deasion. the Supreme Cournt reaffirmed the “necessary and impair”
standard. whick 1 had airecay hichhighted in s January 1994 lowa Luliues
Board v FCC deasion Oin Moy 24thomnits USTA v FCOC decision. the D.C.
Crreut of Appeals remanded 10 the FOC the 1999 UND order in which the
FCC attempted W retine the bst of required UNEs in accordance with the
Supreme Court’s “necessary and imparr” standard. The D.C Crireat also
vacated the FCCs Dine-shuning erder. The FOC has appealed back to the full

% ) .
D.CTCircunt some aspects of the count’s decision.

All of these judicial decisions wiii have an impact on the mennmal review
which was imuated by the FCC in December of 2001 10 deade which UNEs
sull meet the “necessany and impan” test, The tnenmal review was expected
to conclude this vear [1 the DO Circunt does accept the JCC's appeal, we
believe i 1s unlikely that the FCC will 1ssue an order in the 1rennual review till
after the count rules. most likely some ume next spring. Aside from delaying
the conclusion, the various court decisions are likely 10 drive the FCC toward a
more granular analysis than 1t had done in the past. That was the bent of the
current FCC anvway. bui the D.C. decision remnforces it For example, we
would not be surprised 10 sce switching removed as an clement in some

o ———— . AU~ 2 g
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markets 1airhy cuickhy and in athers over some lgnger wanstion peniod Okt

eiements also might be removed over ume in some geograrhic and customer
markets. If the FCC decides o take granulariny down to the wire-center ievel
it mayv leave actual impiementauon in the hands of the states. but with farris
nght ruies 1o guide tha: implemen@tion  In the context of UNEP. what 1»
signiricant abour the removal of an individual ejement 1+ ihat ot makes &«
necessan for the CLEC o do some work 10 reassembic the line when it inserts
i1s own equipment. That will make it more difficult 10 move iarge numbers of
customers rapidly. Thus. the uming and outcome of the tricrmal review 15
ven important both to the CLECs INCs who use UNEP anc 1o the RBOCs
whe are wholesaiing hines to those CLECs IXCs at decp discounts

The actual financial impact of UNEP on either the RBOCs or thewr competttors
15, of course. what investors care about. Unforwnatels. 1t 1s difficult 1o
quanufy because it depends so much on the companies™ strategies. The more
CLECs are able 1o cream-skim n a given market, the better their own margins
and the greater the damage to the RBOC. The CLECs’ abilin to cream-skim.
in turn. depends not only on the CLECs™ own strategres. but on the RBOCs’
win-back eftorts. which ofien include the introduction of new pricing plans and
the RBOCs' abilitv 10 offer all-distance plans. Thus. damage to the RBOCs’
financials comes not only from the conversion of retail revenues to wholesale
revenues. but from a broader repricing in response to competition.  The offset
from lung distance appears 1o be fairlv minor. at this punt.  Although
ulumately all-distance customers may be “suckier” than those who use only
one service. miually both sides are likely 1o spend more on marketing to fight

churn than they did before.

Our May 1, 2002 repor included one effor at such an analvsis. It found that
L'NEP creates 2 discount of about 19%¢ to 42%, below retail residential revenue.
Using the same retail rates. those discounts would now range from 24% to
50% Another way 1o Jook at the issue is to use the FCC's rate reference
book. which reiies. n tum. on TNS Mli-hanesune datw. According w0 this
data. average residennia! spending per houschold on local service is 3426 per
vear and on long-destance $170 per vear. Assuming 1.2 hines per househeld.

“that would eguate to about $30 per hine 1n local revenue plus about $4 per hine

in access charges for a total revenus per hine of abow S33-S33. That figure
falls within the range of $3{-$34 for retail consumer revenue that we had
estffated 1n May. although both calculanons present potenual problems. For
the TNS daia, specifically, 1115 not clear whether 1axes and Universal Service
Fund comtnibutions which an RBOU would simply pass through 1o the
government are included in the revenue. With that caveat. we are using $33.50
as a natona! average residennal rate. Thar Jeads w UNEP discounts on a
Region-wide basis or 27% in BellSouth, 28%0 1n Qwest. 48% in SBC. and 40%
in Verizon. The TNS numbers zlso indicare that the RBOC would need 10 gain
more than three long-distance customers to make up for the revenues from any
focal customer 1 loses (5474 of local plus access revenue vs. S128 of long-
distance revenue net of access). And—given the different margin structures of
the industries— 1t needs more than that 1o make up for the lost cash flow. Of
course. 1o the extent that an INC can capture small business customers whose

‘h

€




{

.
-

-t

-

COMMERCE CAPITAL MaRxETS

rerall spending s higher thar thai o7 consumers. the damaoge e the RBO
s ) . i wers. the cdamaos W U0 Aothe s
greater For some nime, 2t ieast. while the indusin rest =
GITN FEAITLSIUTEN T T ano ar
~all distance” mark . g 37 o
b bath the Oet. the LNEP vs. 271 game is likely 1o be “negative-sum.”
wl ih RB ) e Y . R T
: Cs™ and L\CS profits hum by lower revenue and higher
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o7 jooDs among zones. thus chan@ing the average. In o oW Cdses 7210
rose. In AL FL. LA, MS and 5C. there 15 now a cross-connest vharge Nl s
pant of the non-recurnng charges that we amoruze. In Oregon. the por rae
increased slightiy.

Anna Mana kovacs, PR.D . CTA
— Knsun L Bums. PR D

Gregony S Vale
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Co TR

Compan: Name Symbol Price
BellSouth BLS 2544
SBC SBC ST Xe
Qwest Q S§I.82
Verizon vZ SN
AT&T T S117e
WorldConys MO WCOLQ $O.12
Z-Tel 2TEL 1,44
Comcast C'.\“ICSK' §22.9¢
Dow Jones ingusinal DliAa S.EETNT
S&P 300 Stock Index SPX 941.00
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SBC Communjcations, Inc. (SBC)
Meeting with SBC CFO highlights key
initiatives; no estimate or ratings change.

Stock data Price performance 1M M M
S2-week ranpe b L5447 34-232 35 Apsolute Ge, ~19% .38
Yield 3 8% Relt1e S&P 500 -7 ~F8 =17
Capitahization forecasts/valuation 2002E 2003E
Mamettap 15593 5bn s WeSI 3T USEDRC
Latest net debt/(cash; ) - LSLOPE EPST - -
Free float } - T GSCOPER/E o - -
Shares putstanaing 3325mn * Mav differ from US GAAFP

SBC considers fixing the UNE-P mess, as a prime corporate objective. Delayed LD entry in
key locations, combined with the lowest UNE-P rates in the country, have uniquely
exposed SBC to profit-eroding share loss. Despite this, SBC's CFO Randait Stephenson still
sees stable cash fiows through aggressive cost cutting, combined with the ability to
maintain trends in share repurchases and dividend hikes. Consolidation in wireless is
another key objective of SBC. Acknowledging the proliferation of conversations among
wireless carriers, Stephenson indicated all talks are still preliminary. In the meantime
Cinguiar is raising prices, sacrificing sub growth, and looking to improve profits,

Full details

WHAT TC DC WITH THE STOCK” \We continue our rautious view of telecom. although
recent stock price declines make us somewhat less cautious.

Within the group the Bells and rural 10icos should provide the best teturns. And. within
the Bells we continue 1o view Verizon as the best cheice right now Ay management
indicates. share loss 10 UNE- P is going 1o be quite damaging 10 SBC. And we believe it
will suffer the greatest consequences of this phenomenon among the three Bells. Thus. the
valuation premium that SBC 1rades ar relanveto Verizonon PE EVZBRBITDA and
dividend vield is probabhy not sustainable over the next six months A\ e continue to use our

current EPS estpmiares o S237 o v v s s nexs

UNE-P ABIC PROELENTWITHIOUT L0 5BO has peen the mostvocal coe of
UNE-P and s working hard @orass oces and domnish the negatne effect. Inthe
absence of penasive Jung distance aprrove, U NF= P has been and will continue 10 be very
damaging to SBC Muun LD approna, ot Ancnech regon 0ot dikely until the nuddle or
second half of T2 and Callfuinie net fnein Ghn veatenc dz SBU stands guite exposed at
the momernit P*'f\\f'\c-: we shoulo not eatiapoine tne SBU expenience unifarmly to the
other RBOCs No others fa- the umgae cnmimnanion of low priced UNE= P high
residential rates {in the Amcritecn reginn, big cencemrated indusirial states. and no LD
capabitinv. Thus we don @ see Verizon in particular and BellSourh 16 o iesser degree has
having rthe same degree of exposurc. 5o oves if an ILEC loses a customer 1o UNE-Pit's a
big hir to the bottom fine - but it has 1o lose the customer for the bt (o be taken.

And in our view ViZ and ELS are Dnea i ne abie o olffset this materally betrer than SBC
over the next year It showt be noted thar SEC has been enjoving these same benefits share
FetenuIon in uts states whereat has fong distance approval SBC intends to file cost studies
in ke ")L'H'lsdlCIlOnﬁ HeiLg INC TegulMon path as one Altempt a rasing rates.

1In addition. it continues 16 1oy use bundling as aggressivelv as possible to offset share
0ss. '

WIRELESS CONSOLIDATION A KEY OBJEC TIVE Newspaper reports have

;S: éﬂ;gc:;;?:!; I':F?RMATION ABOUT COLDMAN SACHS' RATING SYSTEM AMD OTHER DISCLOSURES, REFER TO
REPRESENTATIVE ATERIAL, GO TO http://www.gs.com/research/hedge.html, OR CONTACT YOUR INVESTMENT

A~ T il Y | MRS
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exaggerated the speed of wireless consolidation and the progress that has been made to Cate
However the desirabilitv of gering a deal done is obvious. and the company acknowledged aciine

conversauons  Mr. Srnmﬂnsur nered tnat of the twe conons for deale AWT creseniciess diunon

but greater regulatory and 1ntegration nurdies  \'oicesiream presents higher ehiuton nul 1ar casic:
regulatory approval and integrangn  Furthermore. simuiar to press accounts he indicated & aea.
for Voicestream mav be impractical without taking 1n DT as an equity participant ti € no ali-cash
deal } And importantlv. SBC is open 1o that posmbll:r_\

WIRELESS PRICE HIKES DESFITE SLOWER SUB GROWTH! The healing clicos ab waeless
mergers are not neariv uporn us ver In the meanume CTinguiar is taking steps to hea. thvsell * The
price hikes are geared to boost profitabilinn. even as it sacrifices sub growth  The paruguia
increase in national plan rates announced this week are geared 1c both reduce off- nerwork
roaming costs and slow down the consumption of TOMA nerwork capacinn SBC and BLS are falhs
expecting their joint venture (¢ experience low to ne sub growth as a result of these actions as w eli
as the customer churn thar will be sumulated by the W oridCom reseller shift

CAPEX TO REVENLUE SHOULD BE NO HIGHER THAN 13% AND WILL BE LOWER
ABSENT GROWTH There is a broad effort 10 cur capex in both wireline and wireless operations.
Inwireline. Stephenson indicated that current thinking is that capex to sales should be no higher
than 15% and that in the curren: envirenment it should be no higher than 13% and vetitis
Thus. further capex cuts shouidd occur Inour view if demand recovery continues 1o falrer it
would not be surprising 10 see capex 10 sales fall below the 13% rate. as it has in other countries.
On the wireless side capex cuts are also anticipated. In our view. slower capex spending in
wireless 1s further supporied by the prospects of indusin consolidation

COST REDUCTIONS KEY TG MAINTAINING EARNINGS AND BOOSTING MARGINS 5BC
sees the margin differential benveen 1t and V'Z and BL S as indicating an opportunity for further
cost cutting. Painting 10 opperiumnes in consolidating call centers. raising efficiencies in network
operatcns and generallv rrimming overhead costs Stephenson is focused and confident in using
these steps to help improve margins in the face of sharc ioss

CALIFORNIA DSL ENPERIENCE GIVES CONFIDENCE IN LONG TERM POTENTIAL  In
Catifornia. SBC is enjoving the benefus of scale DSL operations. having achieved about 10%
penetration so far. As a result cperations are already FBITDA positive and nn the rrajectory to

reach SBC '« rargered hurdle rate
The steps that gor California to scare include an effecine sell— installanon program low help

osiocosts cffective churnenntral idown towards T2 % 0 and offectivie markering agamst the
able operators SBC pelieves that mass market deoiovment of DS will ecur and that tered
offerings are one siep in getong there This wiliailoe fover monthhy prices {or lower speeds. but

should be abie 10 maintairi an average monthiv orce of approsamarely 100 Thisis a httle higher
than our long term estumate bur direcnonaliv Qus dl < lnok atthe markey in 1he same wav,

Due 1o the absence of long distance approval i s o and the Amentech srares SBC will
continue 10 1ry 10 bundle uSL acanay ol alivenng sh.z:- ioss indicating thai chain falls 73% for
those customers taking DSE‘ur. Yesinl Tied G ar servre
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SBC Communications, Inc.

BLS- USS 25.99, SBC. USS 28 11, VI US5 32.35

The Goidman Sachs Group. inc. and/or its affiliates make a market or are the specialist in the following companies’ securtties: BellSouth Corp., nd Verizon Communications. As
such, the market maker or specialist may have an inventoty position, either "long” or “short,” in the relevant security and may be on the opposite wide of orders executed on the

reievant exchange.

The Goldman Sachs Grougp, inc. and/or its affiliates have received during thc‘paﬂ 12 menths compensation for investment banking services from the following compantes, their

pasents, or their wholly owned or majority-owned subsidianies: BellSouth Corp , $8C Communications, inc , and Venzon Communications
The Goldman Sachs Group, inc. and/or its affiliates expect to recewe or intend to seek compensation far investenent banking services in the next 3 months from these companies,
their parents, or wholly owned or majonty-owned subsidiaries: BellSouth Corp.. SBC Communications. inc., and Venizon Communications

[¢ 200 Tne Gowaman Sacns Sroup inc Ar ngnts reserved

The Gorgman Sachs Croup inc 15 3 fuil-serv.ce, INtegrates mvestment banking «nvestment managemenr:, anc proserage firm We are a leaqing unaerwriter of securnities anG #
leaging cartsipant n viuahy al raging mareels. We Rave investment panKirg anc other cusiness reaticnshins w in a soosianta percentage of tne compantes covered by our
Investment Research epammen: Jur r#search professionals proviae iImportant input 1710 DUt vestmert Danng ang cthet busINess seechion processes Investors should
2s5ure that The Coldmar Saghs SFOUR, (NC and/or its affiiales a7e SELKING Cr wil SELK IMvesTMENnt Dankmg or cihe- business from tne company or companres tnat are the sudject
ef1riy mateniai and that the researcr professionals who were invgived 1n prepar-ng 1R *atedna may par 0pate irtng souditation of such busingss Qus researcn professionals are
5a.cir part pasec on tne prefitabinty of Tne Soiaman Sacns Group. Inc, which nguces earrmings frem tne furr 5 ~vestmert Bansing ang uine Dusiness The Soldman Sachs
Croop inc generally roniDiis 115 aRaivsls, PEISONS reporting 1o analysts, ang mempoers of ther nousenolSs f em ma.ntaining 3 financial interest 1n tne securities or futures ofany
cCmpanes that tre analyste (over AGG-Cnalty The Lo Oman Sacrs Sroul fl @EmE0e A IUIT DTS 1L AT ML DETsITL e 0T T T ATa vl 2 meTnes sétner nousenclds from
ceny m 7 a5 an o¥ocer crrrior or agwvisyty DoaTd Membes ot ANy ZomMDanes trat the ana-ysts cover Z.tsaespeztoe tragders ang otnee professionass may provide oral of written
ERET LIMMentaty O TaS N Strategies 1 Dot Nl tngt refes oprmicns trat are oAy o ime It oo TrestelSeTE.T @TI 0ut DTCDnetaty iracirrarc imvesting

Ca5 me5525 May make MyestmEn! GEZ 51005 TRAT #ME N{oNSISTENT W th The re(DmM e JJt CMs EXDIESLES REE T O S N TTEE MAtend'y vou shCcuw S Dr awd’e Tmalaryoran of

fE amony oTmer trorgs may g ve tse il red o poternia cor’ i ot rlerddl AGC I Ira y IICE TIOIDWANT tormal Dnregard Ag Cut Aantitnshine w tnine company

caries inat aretng suoiect of this matenai s provided neter

Hprprsong tat onwowd Dedlegal We

€1 g any actior pased on Tris Matena: g fortne genera réormat e 1l goes ot tane 1inic account The part.cuia”
ctraraterd { etlsshiow SLOTHIae whelnerit s

ceest opectives TRanGa slwations ¢ needs of Individual crerts Beforeait ~p o 3y advile
© Tz tRes PaT fadr CCLmSTANCES ANG, f NECESSaTy Seex DICIESSIONa A0VICE (€73 T lnansani Iht - T LO T T Oee WD v A TLlures ODLIONs 370 CIner 2e0vatives as well
- mvesIrmEnt-grade SeCurites - gove 52 10 SUDSTANTA. NSk ANC A ACT su tabe Y0t A InVRSIDTE TP Taler 2 DS CN INTRITALon IRAtwe (ons.oer reiabie bulwede
c5#rTtRat 115 aCurale o' COMDIete. NG 1 SNOUIC NCE DE 1EIgE O 355t T'07 OV Y EROTEISES drd Ju Lu 87T I8 T U5 a3 It the Gate appeanity Or 1R rmalenad oniy We
U 1C UDGate or 3 reasarapte Dasis the INfOrmAtion AiSCUSSed i* TR maTB 3 DT e PRIeY ITTTD ATCE T TTrer ceayont ray prevert us from goong sc We and out
s cers GIresTOrs. anc eMPIOyees, (NCIUGING PErSONS iNVOIved  the prepd at.om &7 35uance SOt e maters ~ayfremumetotme nave -ong O TSRO HOETIONS N
~T1pa 1M 3NC Duv o' SE The securibes of denvatives [(AGUAINE ophions: tneres? of (ompanes et Snes nerer RO Dttt TR s matenat ™3y be ) (CpieG photoiopied,

It I.T leteCn any Torm Dy any means of (s registributed withou! Tre Somgman Sacms Jrcul nL D I w Toizraent

Tr o= atergishouid mat De (OrsiueG as an oferto seo ortne sonctatior Sfan cfte IC Doy anv seiLt Ty T ATy e S VG- Ll

Tre logan nac
rein .

Te ~ater3 nasbee- ssued by Tne Corgmar Sachs Croup. Ing ang/or one of s 3% Latec arc mai peer aro ovec By L2007 SACRS INLETRATONA. whon s reguiated Dy The
s aZa *LOPrRCLON WR s CistriDut o~ Janade Thiy matenal s

Services Autnarty in ronnection witn 113 disINoJlion . tne Jnited Kinggo™ ar 2 oy looman hacta lan
Sirtne ur-ted States by Codmar Sachs & {c immong Ko Dy S2iaman Sacte Asa L.l fRIEA Ty LI ST Ladne 1As 1 Sec. Brarcminuapar oy Goldman
arJ UG in Austrana Dy O0.@Tar 5acns Austrana Ply mitec (ADN D92 5BS 770 angen Singabore by Co-aman SacnsSongapore: Pte This matenan s not for distribution
-7 1ed Kingaom 1o phivate Cusiomers astnattermas gefineaundertherues of Tref ngmpa serveges Autngrsy any investmerts IPCudig 3Ny [Onvertite bonds or

4t vel eentionedin tnis matena: will not be made avaitable by us to any such Dvats Cusiomer Jeigmar Sagrs n1ernationa 3R¢ its nor-US 3ffates Mtay 1¢The extent
SUNOET ADPICADIE 1aWw NAVE ACTEC ON O USes This Fresearcr 1o IRe exXte~: Trat *re.ates oo nem- U ssaetr proot e ot Immeg.ately “DI\DWN’\E 15 pubngation
VVH:W—A::J.'r'enn::::enfn:nalec secutitres are subject te fluciualions in excnange rales trat could Nave an adverse efiacs oR The value or price of, or income aerived from, the

i t P ertons d seioture document before entering ‘nte any options transaclions

:ur!:er |nM1irmal|on fn adny of the securrtres mentioned in this matenal may be obtained on request, and for this purpose, persons in Raly shouid contact Goldman Sachs $ 1M

P A 1nMilan orits London branch office at 133 Fieet Street, persons in Hong Kong should contact Goldm I ! ustr
133 . an Sachs (Asia) L L.C 3t 2 Queen i i

should contact Goldn_un Sachs Australia Pty Limited. Uniess governing aw perm 15 otnermwise yo_ o5t wrtama L :—)a- Saces er;:"" ) Il_oa’dng:ntul'. e perf?ﬂs O

WS LT erViEes Ir @RI 3 1 ANSACTION 17 Tne saCutiies MENtONeS " [RS rrater i ) e T orseeier Tyouwantie

Ananyslloverage and otnet disc:osure snformation is avaabie at fTD £ /www BS COmirmiganir irg

Goldman Sachs Global Equity Research 3

S A —r . . SR AP LA — <A e B ML -+ - i |




